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Comment and Idea Exchange
MARION E. DAVIS

BUSINESS IN PERSPECTIVE
An important tool that we all know about
but too often ignore in the preparation of
financial statements is the use of industry
wide statistics for comparative purposes.
These statistics may have been developed
by the Department of Commerce or other
government agency or by trade associations.
Whatever the source, a profit and loss state
ment presented to management in dollars and
percentages and with a comparison to the
industry average percentages gives a picture
of the business in perspective.
How do you decide whether or not a piece
of string is long if you have no basis for
comparison?
The value of the percentage comparisons
lies in their simple and direct picture of
proportion. Percentage comparisons eliminate
the confusing factors of size differences from
company to company. The impressions gained
from the study of the percentage statements
must, of course, be supplemented by reference
to the underlying dollar amounts to determine
causes for unfavorable variances and steps
to be taken to remedy them.

POINTS TO PONDER FROM
PREVIOUS ISSUES

“Most accountants, whether practitioners or
educators, agree that there are weaknesses in
the existing methodology, but when new sug
gestions or ideas appear, instead of encouraging
them or at least objectively analyzing them,
deny their right of existence with the mere
argument that they could not overcome the
weaknesses of the present practice or that they
have their own different weaknesses.”
—June, 1960
“Accounting is the language of business, and
accounting records tell the story of business.
For communication between the accountant
and management there must be mutual under
standing. What the accountant means to say
and what management understands him to
have said must be the same thing.”
-April, 1959
“The media of graphical or pictorial pres
entation—such as the line chart, bar chart,
pie or circle chart, and the map chart—can
stimulate reader interest, highlight significant
facts and contribute to the clarity of reports.
Graphs and pictorial presentation are worthy
of more consideration by accountants.”
-April, 1959

THINGS TO COME IN THE
NOT-TOO-DISTANT FUTURE

A vending machine that will hold 130
different items and make change up to twenty
dollars!

“It has been stated that an accounting
system begins to deteriorate the day it is in
stalled, for few business remain static.”
-June, 1959

A standard 36-hour week!

“A good report for management is not
written after the field audit work is done. It
is being developed during the entire course
of the audit.”
-April, 1959

Constant expansion by industry to serve
constantly expanding markets!
Population exceeding 213 million, 33 mil
lion more than at present!

“The phenomenal growth of profit-sharing
and pension plans in the past 20 years brought
about the condition in which 80 to 90 million
people are depending—in part, at least—on the
benefits which these plans will provide.” April,
1961.

Undreamed of necessities and luxuries
coming in an increasing stream from our
laboratories, the result of research dollars.
Many of these things have not been invented
yet!
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